This study examines the effect of Unusual Market Activity (UMA) announcement on stock return in Malaysian market with a sample of 62 companies listed on the ACE market at Bursa Malaysia for the period of 2007-2015. This study employs event study methodology to show that there were few days in which the average abnormal return (AAR) and cumulative average abnormal return (CAAR) are statistically significant. In addition, this study also further investigates the abnormal return (AR) and cumulative abnormal return (CAR) for individual companies. It was found that majority of the stocks returns fell significantly 30 days after the UMA announcement. The magnitude of the fall in returns ranges from 4% to 234%. Hence, it is not advisable for investors to buy stock after UMA announcement.
Introduction
The announcements of Unusual Market Activities (UMA) by Bursa Malaysia are increasing over the years. UMA signals a high probability that the stocks announced are being manipulated. Hence, UMA announcement brings a similar definition and acts as a proxy for market manipulation. Huang, Chen and Cheng (n.d) asserted that manipulation can be happened in a many ways, from insiders taking actions that stimulus stock price to the proclamation of incorrect news or rumours in the internet. Stock manipulation of false news was spread out, causing investors to sell or buy based on inaccurate information. The manipulators then traded in the opposite direction to gain profit. Now, with the advancement of internet creation, false news could spread faster and wider using internet message board and other social media. The efficiency of internet with faster and wider spread of false news hence brings a larger effect to the investors (Leinweber & Madhavan, 2001) .
The possibility that the markets can be manipulated is an imperative issue for both the efficiency of the market and the regulation of trading. Particularly securities in many Asian stock markets are thinly traded and thus they are more vulnerable to manipulation. This is because legal enforcement is weak, manipulation is still rampant in many emerging markets (Huang, Chen & Cheng, n.d) . Manipulation of stock is illegal and it is impermissible under the regulations of the Securities and Exchange Commission (SEC) to protect investors.
On the other aspect, there is debatable that market misconduct such as price manipulation can be utilised to gain profit. Arbitrageurs may quickly take advantage of any mispricing if the market is efficient, moving prices into equilibrium conditions. However, very limited researches have been discussed on the announcement of unusual market activity, although numerous researches had been carried out on the wealth effect from corporate announcement. Hence, this study is motivated by the importance of market efficiency on unusual market activity and scarce literature available in this particular issue in Malaysia.
To the best of the authors' knowledge, no empirical study on UMA announcement has been detected in Malaysia. It is unknown as of whether there is any profitable finding opportunity for investors after UMA announcement. Therefore, it is interesting to find out the impact of UMA announcement to the underlying stock return in Malaysia. Notably, out of the 225 UMAs announced from 2007 to 2015, 64 happened in the ACE market. ACE market involves smaller capital stocks, which increases chances of manipulation (Hanafi, 2010) . Besides, Zhao (2014) stated that "pump-and-dump" scheme where the stock price, trading volume and price volatility surges significantly, often happen for small-cap stocks because of its low selling and buying interest and short sale constraints. As such, samples from ACE market are analysed in this study. Results are believed to be beneficial to researchers, investors and market regulators.
Literature Review
Studies on the impact of UMA on stock return are relatively rare compared to corporate announcement studies. Two studies on UMA are worth mentioning. Firstly, Hanafi (2010) investigated price and trading behaviour of stocks involved in the announcement of unusual market activity in Indonesia market. It is found that abnormal returns and trading activities increase on the days leading to positive unusual market activity announcement. Conversely, abnormal returns and trading activities decrease on the days leading to negative unusual market activity announcement. Besides, it is also told that trading characteristic of unusual market activity stocks are varying from those of matched stocks but alike to those of abnormal-returnmatched stocks.
The second study of UMA announcement study was conducted by Yanuarti & Mulyono (2012) . They examined the effect of unusual moving activity announcement on stock return and trading volume in Indonesia stock exchange. They noted that stock returns are different before and after the UMA Announcement. Stock return is greater before UMA than after UMA. Moreover, in their finding, trading volume activity is not statistically affected by UMA announcement. It is the same before and after the announcement.
Other than UMA announcement, Huang et al. (n.d ) conducted a research on stock manipulation and its effect on market quality in Taiwan. They documented abnormal return of the manipulated stocks are more than 70 percent, which is very high in the developed markets but similar to emerging market circumstances. Subsequently, they inferred stock manipulation create market inefficiency which lead to both abnormally high trading volume and volatility, worsen the market depth, and thus impact on market quality. Khwaja & Mian (2005) explored price manipulation on the Pakistan stock market. They found that brokers could earn annual rates of return in between 50-90% higher than outside investors. Furthermore, they found convincing evidence for a specific trade-based ''pump and dump'' price manipulation scheme. Colluding brokers trade among themselves when prices are low to artificially raise prices and attract positive-feedback traders. Then they exit once prices have risen and leave the latter to suffer the following price fall. On the other hand, Rhode & Strumpf (2007) conducted a study on manipulating political stock markets. They pointed out that prices are initially moved by the speculative attack, but these changes were undone quickly and prices returned close to previous levels. They also found little evidence that political stock markets could be analytically manipulated beyond short time periods. Azzam & Karlquist (2008) examined the market reactions to announcements of allegations of corporate misconduct on Swedish market. They made a conclusion that firms being sued for violation experienced a significant negative wealth loss of 1.39% followed with the announcement of the illegality. Moreover, Kaltchev (2009) studied the impact of securities litigation to stock returns in the U.S. market. It is observed that stock react significantly negative to litigation but not overwhelming. Nevertheless, positive reaction to lawsuits can be observed sometimes but negative reaction is twice as common as positive reaction to lawsuits. Recently, Gerace et al. (2014) analysed stock market manipulation on the Hong Kong Stock Exchange. They claimed that manipulation has negative impact on market efficiency measures such as the bid-ask spread and volatility due to information asymmetry.
Data and Methodology
This study uses data collected from several sources which includes the stock price and the UMA announcement date for each company. The initial searches of companies are from July 2007 to January 2015 through the Bursa Malaysia. Over this sample period, a total of 64 UMAs from ACE market were announced. The UMAs are mainly due to unusual sharp change in price and sharp increase in trading volume. Nevertheless, this study only consists of 62 unusual market activity announcements from ACE market whereas 2 announcements have been excluded due to insufficient data during the period of study. Stock price daily data are obtained from Yahoo Finance website while information of UMA announcements are collected from Bursa Malaysia. According to Huang et al. (n.d) and Perry & Fontnouvelle (2005) , the prices are all adjusted to account for dividends and other splits.
The market model adopted in this study assumes a linear relationship between the return of any stocks to the return on the market portfolio, which is mathematically expressed as Equation (1):
where, = the expected return on stock i stock on any given day t;
= the constant term;
= the sensitivity of company i stock to the market returns ;
and are also known as market model parameters or regression parameters.
= the market's rate of return during a given period t, whereby the KLCI has been employed as the market index; and = the random error term.
In order to calculate the actual returns of each stock, the following formula is computed:
where, = the actual returns on company i stock on any given day t;
= the closing price of stock i on any given day t;
= the closing price of stock i on previous day t-1.
In the same manner, the market returns are calculated using the following formula:
where, = the market returns on any given day t;
= the KLCI index value on any given day t;
= the KLCI index value of the previous day t-1.
The market model of expected stock return is written as follows:
The actual returns are compared with the market model expected returns in order to examine if UMA announcement induces any abnormal returns for each stock on each day in the event period. The coefficient is the intercept and is the slope of the market model, respectively, which are estimated over 90 days prior to the event window. The event period consists of 61 days around the UMA announcement date (t=-30 to +30). Next, abnormal returns (AR) are calculated on each of the 61 days for each stock by using the following formula:
where, = the abnormal return on company i stock on any given day t;
= the actual returns on company i stock on any given day t; , = Ordinary least square estimations over the estimation window,
The abnormal return is the difference between the actual and the expected return. The can be analyzed separately for each security, but this may not be very informative as "a lot of stock price movements are caused by information unrelated to the event under study" (Jong, 2007) . The data used for estimation had to be sufficiently separated in time from the event in question so that the parameters are not affected by event-period abnormal stock return. Therefore, the average abnormal returns over the sample companies for each of the 61 days must be considered using the following formula:
where, = the average abnormal returns on a given day and N is the number of announcement made by the sample companies which is 62 companies.
To determine the statistical significance of the , most studies often take this into account by summing all the over the time period of interest to find the cumulative abnormal returns (CAR). The CAR is a better indicator of the total impact of information release (Bodie et al., 2009 ). The average of CAR is known as the cumulative average abnormal return ( ) and is considered over the sample companies, N, at each trading day.
is calculated using the following Equation (7):
where, and represent researchers' specified time windows to investigate the cumulative effect of UMA announcements on stock returns.
Subsequently, the and have to be tested on their statistical significance. The simple t-test for is the ratio of to its estimated standard deviation, ( ). The standard deviation has to be estimated from the time series of in the parameter estimation period to ensure its stability and reliability. Following Patell (1976) , a lot of researches applied e a standardized abnormal return (SAAR) where each abnormal security return is normalized by its estimation period standard deviation as follows:
The standard deviation ( ) of each average abnormal return is further explained as:
where, is the number of days in the estimation period. Thus, the day 0 of the standardized t-test is
For the shown in Equation (7), the test statistic is simply:
where,
The estimation of standard deviation for is applied in many studies (Khotari & Warner, 2006; Rao, 1997; Shaheen, 2006; Voon et al., 2008) . l is the horizon length of the event period which can be calculated from − + 1. In this study, the l is 61 trading days. It must also be noted that, in the estimation of ( ), the degree of freedom, N-1, is taken into account to eliminate the bias of taking deviations from the sample arithmetic average, , instead of the unknown, true expected value, E( ) (Bodie et al., 2009) . Once the critical value has been determined at 5% level of significance, if t is less than the critical value, the null hypothesis of no negative abnormal return is rejected, and vice versa.
A common practice in the event study is to employed event window that consists of 60 days surrounding the warrants listing day, which is 30 days before (t = -30) and 30 days after (t = +30), whereby (t = 0) is the UMA announced date. The t refers to the number of days. This is to fully capture the effects of the event of interest (Liew & Puah, 2011) . However, a wider event window allows for the effects of absorption by the market of more complex disclosures (Dumay & Tull, 2007) . As such, a lot of researches denoted that the longer the estimation period, the more stable the slope , or beta (Ray, 2010) . Hence, a maximum of 151 daily return observations, starting at day -120 and ending at day +30, is collected for this study (see Figure  1 ). The earliest 90 observations are then used to estimate the regression parameters and slope for each individual security in order to eliminate bias for the impact of the event. 
Empirical Results and Discussion
This study attempts to contribute to the stock market study by investigating the effect of unusual market activity on Malaysia ACE stock market before, during and after announcement.
The results are presented and discussed below.
Event Study of effect of UMA announcement on stock return
Figure 2 portrays a graph of AARs on the y-axis against the trading day on the x-axis. The 0 on x-axis indicates the unusual market activity announcement date. The observed AAR ranged between 7% and -5% over the event window. AAR on the day-30 is about -2.2% and it fluctuates in the range of -2.2% and 3%. Then it started to climb and reached about 3.5% on day-2, 5% on day-1 and eventually reached the peak of 7% on day 0, which is the announcement day. This indicates that insider trading might occur during these 3 days before the announcement. However, AAR began to drop drastically to -2% on day1 and fell to the lowest -5% on day2 after the announcement being made by Bursa Malaysia. Nevertheless, ARR recovered at day3 but it wandered around 0% and negative 3%. This result brings the meaning of unusual price movement contain information rather than market manipulation (Hanafi, 2010) . Besides, Jiang, Mahoney & Mei (2005) implied that in this case, stock pools carry confirmation such as insider trading rather than pure or noisy price manipulation. Figure 3 shows the graph of CAARs on y-axis against the trading day on the x-axis. A price run-up was evident as early as day -29, increasing slowly from -2% and reach 0% of CAAR at day -21. Then it continued to climb moderately from 0% to 2.5% until day -15 and thereafter it moved in a higher speed from 2.5% to 14% throughout day -15 to day -4. Next, CAAR eventually boosted sharply around day -3. During the four days leading to announcement from day -3 to day 0, CAAR increased by approximately 30%. In addition, the graph shows that CAARs are firstly decreased progressively from day 1 to day 3 after the announcement date at t = 0. Then, it decreased in a slower manner and touched 0% at day 18 and continued dropping at negative zone at day 19 to day 30. Table 1 shows the AARs and CAARs with their respective t-values. Table 1 shows that 9 days are found to have negative AAR and 21 days to have positive AAR within the pre-announcement period. Nonetheless, there was only 1 day with positive AAR and the remaining 29 days were having negative ARR in the post-announcement period with the exclusion of event day. In addition, the event day displays a positive AAR. Besides, out of these 61 days, only 3 days (day -30, -2, -1) before the announcement and 7 days (day 2, 4, 5, 7, 8, 11, 20) after the announcement are discovered to be statistically significant in the confidence level of 95%.
Since there are only few days are discovered to be statically significant, the t-statistic of cumulative average abnormal returns (CAARs) should be considered. Thus, looking at Table 1, 9 days were found continuously generating negative continuously CAARs in the preannouncement period, which are day -30 to day -22. Moreover, 40 days of continuous positive CAAR were revealed from day -21 in the pre-announcement period to day 18 in the postannouncement period, which this includes the announcement day too. Subsequently, 12 days of negative CAAR were displayed from day 19 to day 30 in the post-announcement period. Throughout these 61 days, 5 days (day -30, -29, -3, -2, -1) were found to be statistical ISSN 1946 -052X 2019 ajfa.macrothink.org/ significant before the announcement and 2 days (day 1 and day 2) are found to be statistical significant in the confidence level of 95% after the announcement. Additionally, on the announcement day, i.e., day 0, CAAR was also found to be statistically significant. In addition, CAARS from day -3 to day 2 were all significant. 
Analysis for individual company with unusual increasing volume and/or price
Given that only 10 days and 8 days were found statistically significant in AAR and CAAR respectively, this study further explores the analysis abnormal return (AR) and cumulative abnormal return (CAR) of each company. Firstly, the announcements of those companies with unusual increasing volume and/or price are separated with the announcement of those companies with unusual decreasing volume and/or price. It is found that there are 52 companies with unusual increasing volume and/or price and 10 companies with unusual decreasing volume and/or price. Out of 52 companies with unusual increasing volume and/or price, it is detected that 42 companies generate a lower CAR at day 30 after announcement. This is consistent with the previous analysis for UMA in whole. Stock name, stock quote, sector and the difference of CAR between day 0 and day 30 are shown in Table 2 .
Nevertheless, out of these 42 companies, only one company, which is Green Ocean Corporation Berhad (GOCEAN, 0074) was found to have replied to QMA query. In the reply, the company said its subsidiary Ace Edible Oil Industries Sdn Bhd was in the advance stage of negotiation to supply the whole quality cooking oil production to a conglomerate. Apart from Ace Edible Oil Industries' ongoing negotiation, Green Ocean was not aware of any other development that could contribute to the UMA after making due enquire with its directors and major shareholders. On the other hand, 10 out of 52 companies were detected to generate a higher CAR at day 30 after announcement with unusual increasing volume and/or price. It was found that there are 10 individual stocks had generated higher return at day 30 after announcement. Thus, it is not necessarily that stocks return will just drop dramatically after UMA announcement. However, none of these companies reply to the UMA query. As such, it is unknown as of why the CAR kept increasing after announcement. Stock name, stock quote, stock sector and the difference of CAR between day 0 and day 30 are shown in Table 3 .
Analysis for individual company with unusual decreasing volume and/or price
After investigated companies with unusual increasing volume and/or price, this study also further investigates for those companies under UMA queries of unusual drop in price and/or volume. There were 10 companies with unusual decreasing price and/or volume. Out of these 10 companies with unusual drop in price and/or volume, it was detected that 7 companies generated a lower CAR at day 30 after announcement. This is consistent with the previous analysis for UMA in whole. Stock name, stock quote, sector and the difference of CAR between day 0 and day 30 are shown in Table 4 . Out of these seven stocks, no company had reply to the UMA query. -42.25 -124.32 -82.06 Additionally, 3 out of 10 companies were detected to generate a higher CAR at day 30 after announcement with unusual drop in price and/or volume. All these 3 stocks had not reply to the UMA query. However, their CAR was better at day 30 after the announcement. Therefore, it shows to investors that they do not necessary have to be panic and turn out selling their stocks immediately after the announcement of UMA. Stock name, stock quote, stock sector and the difference of CAR between day 0 and day 30 are shown in Table 5 . Table 6 shows the average abnormal return (AAR) and cumulative average abnormal return (CAAR) for the significant days. Throughout the 61 days of event period, a total of 10 days were discovered to be statistically significant for the AARs. 3 days (day -30, -2, -1) before the announcement and 7 days (day 2, 4, 5, 7, 8, 11, 20) after the announcement were discovered to be statistically significant in the confidence level of 95%. During the pre-announcement, day -30 was found to have negative AAR while day -2 and day -1 were found to have positive AARs. In addition, all the 7 days in the post-announcement revealed negative AARs.
Furthermore, CAARs were found to be statistically significant for a total of 8 days. Out of these 8 days, 5 days had statistically significant CAARs before the announcement (day -30, -29, -3, -2, -1) and 2 days had statistically significant CAARs after the announcement (day 1 and 2). Additionally, on the announcement day, i.e., day 0, CAAR was also found to be statistically significant. In addition, CAARS from day -3 to day 2 were all significant. Moreover, only day -30 and day -29 were discovered to have negative CAARs while the rest of the days (day -3 to day 2) were having positive CAARs. The results are consistent with Hanifi (2010) and Yanuarti and Mulyono (2013) . In their studies, stock returns for Indonesia market are affected by UMA announcement. Besides, this study also further investigates on individual company. It was found that there are 52 companies with unusual increasing volume and/or price and 10 companies with unusual decreasing volume and/or price. Out of 52 companies with unusual increasing volume and/or price, it was detected that 42 companies generate a lower CAR 30 days after announcement. This is consistent with the general analysis for UMA. Nevertheless, out of these 42 companies, only one company, which is Green Ocean Corporation Berhad (GOCEAN, 0074) was found to reply to QMA query. However, the CAR at the day 30 was still ended with 21% lower than announcement day. In addition, 10 out of 52 companies were detected to generate a higher CAR at day 30.
Moreover, out of 10 companies with unusual drop in price and/or volume, it was detected that 7 companies were generating a lower CAR at day 30 after announcement. Additionally, 3 out of 10 companies were detected to generate a higher CAR at day 30 after announcement with unusual drop in price and/or volume.
Conclusion
UMA signals a high probability that the stocks announced are being manipulated. It is logic to think that price manipulation can be utilised to gain profit. Arbitrageurs may quickly take advantage of any mispricing if the market is efficient, moving prices into equilibrium conditions. To the best of the authors' knowledge, no empirical study on UMA announcement has been detected in Malaysia. It is unknown as of whether there is any profitable finding opportunity for investors after UMA announcement.
Over the sample period of 2007 to 2015, a total of 64 UMA happened in the ACE market, which involves smaller capital stocks, and therefore increases chances of manipulation. This study only consists of 62 unusual market activity announcements from ACE market whereas 2 announcements have been excluded due to insufficient data during the period of study. This study found significant impacts of UMA on stock returns. Policy makers and regulators such as Bursa Malaysia and Security Commission should continue to pay attention to UMA as these two institutions play crucial role in solving and preventing the rising issues of UMA, in order to protect investors' wealth. Furthermore, investors and shareholders must be aware of the reply to query from the announcement of UMA. Investors and shareholders shall not be intimidated by UMA announcement and sell the shares they hold immediately. It is not necessarily that share price will drop immediately after the announcement. Some of them actually rise instead of fall. However, investors must take note that majority of the stock returns falls substantially eventually at the end of 30 days after the UMA announcement. Hence, it is not advisable for investors to buy stock after UMA announcement.
Moreover, management team of the companies involved in of unusual market activity should also be aware and take concern on the announcement. A satisfying answer from the management team will reflect the responsibility of the company towards unexpected incident and subsequently increase the confidence level of the investors. In return, the share price would not be falling or falling less because the panics of the investors have been pacified.
